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Designed to assist/i)n the development of rural areas 
in the United StateSg^ the Sural IJ^^felopment Act^ of 1972 is divided 
J into seven titles which ure nam^ and explicated in this "Staff 
Explanation". Titles of the i^ct are presented as follows: (1) Title 
-I — ^Amendments to the Consolidated Farmers'" Home Administration Act of 
1961 (28 amendments relative to loan authorisation^ extension of ^ 
vater and sewer grant authorities^ extension of the definition of 
rural^ etc.); (2) Title II— Eural Bevenue Sharing (five items 
r<ilative to appropriation formulas^ apportionment^ State el^gibilityi 
etc.); (3) Title III — Amendments to the Watershed' Protection and 
tlo.od Prevention Act (seven am.endments relative to definition of 
"works improvement"^ authorization of funds for land acquisition^ 
^ water storage cosrts^ etc.); («») Title IV — Amendments to ^he " 

Bankhead- Jones Farm Tenant Act < (authorization of water storage costs 
and land inventory a^id moditoring program requirements) ; (5) Title 
V — Bural ComiDunity Tire Protection (appropriations of $5 million fQr 
fiscal years T97§-75) ; (6) Title VI— Bural Development and Small Fan 
. Besearch and Education (appropriation and apportionment of funds for 
' rural development extension programs^ ' research and training^ • and 
small farm. extension and development programs) ; (7) Title 
VII-Biscelianeoas (restrictions and cost sharing authorizations) . 
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STAFF EXPLANATiaN OP H.R. 12931, THE RURAL DEVEL- 
.OPMENT ACT OF 1972, AS PASSED BY THE SENATE AND 
SHOWING VlOOR amendments | 

This bill, cited {is the Rural Development Act of 1972, provide^ 
for a)iuihber of^methods of assisting in the develoi)ment of the rural 
areas of this country. It is divided into 7 titles as follows: 

' L Amendments to the Consolidated Farmers Home Admin- 
istration Act of 1961 
II. Rural Community Development Revenue Sharing 

III. Amendments to the Watershed Protection and Flood 

Preve^ition Act, as amended 

IV. Amendments to the Baukhead-Jones Farm Tenant Act,. 

as amended , ' 

V. Rural ('ommunity Fire Protection 
VL Rural Develojmient and Small Farm Research and 

Education 
VI L Miscellaneous 

TiTLK I. — Amenoments to the Consolidated FaumeiCk Home 
Administration Act ok 1961 

Title I would amend the Consolidated Farmers Home Adminis- 
tration Act of 1961 to- - . „ , . 

(1) rename it the Consolidated Farm and Kural Develojunent 

Act ; . 1 1' 1 II 

(2) authorize real Estate loans to ac(iuire or establish small 

business enterprises in rural areas; ^ . / i 

(3) provide for appraisals of real property on a market (rather 
than' normal) value basis; 

, (4) authorize loans for rural development jirojects^ 

(5) i)rohibit loans (as well as frrants) under section :^06 of the 
1961 Act that are inconsistent with a multijurisdictional plan and 
authorize rehnbursement of multijiirisdictional development 
af,'enci(js and co,unty and in\inicii)al ^overments for reviewing 
ai)i)lications for financial assistance iinder section 306; 

^(6) extend the Secretary's authcWty to make grants under 
section :?n6 prior to the completion of tjje comprehensive plan to 
October 1, 1973; . ' ' , . „ 

(7) extend water and sewer planning grant authority to all 
comnnmity services and facilities and arenwide (leveloi)ment (ui 
allditiou to sewers), and permit grants to agencies having author- 
it v to ])repare comprehensive plans which are not '^)fficnvr'; 

(8) extend the definition of ^'rural areas'' to exclude towns of 
" more than 50,000 and their urbani//ed and urbanizUig adjacent 

iireas (instead of 5,500), and to all provisions of the act ; 

(1) 




(9) repeuLthe $4 million limit on loans and grants to any 
association under Hection'306(tt); 

(10) increase to $500 million (from $100 million) the amount of 
unsoW loiOis xyhich may be hekl in the Agricultural Credit 
Insurance Fund pending sale as insured loans; 

J/il) create a Kural Development Insurance Fund with au- 
jybnty- to borrow from the Treasury (similar to the AgncultUJal 
fedit insiirange Fund) for ruraidevelooment loans; 

(12) subject the interest on ajf insured loans sold out of nnch 
fund to Federal income tikx; 

(13) authorize (a) l9ans to finance business industry and 
eiuployment and* uixprove the economic luid environmental 
elunaU* m rural communitias; and (b) $50 miUion annually for 
50 percent pollution abatement ancUcentrol, grants; 

(14) authorize loans, to rui»al youths for any pur]iose specified 
m section 312 (bperating loans) and in addition to operate 
en).ori)rises m cQnnection with their participation in 4 H chib^ 
or similj^rganizatioiis; . ' • " 

(15) authorize (a) loans to operate small business enterprises 
m rural areas and for pollution abateme;it and control; and (b) $25 
million onnuaHy for grants of up to 50 ()ercent of the development 
cost of pollution abatement and control projects;. 

(16) increase the operating loan limit from $35,000 to $5().()()0; 

(17) authonze insurance of onerating loans; ^ 

(18) reorganize the Farmers Hoiiie Administration into a Farm 
Development Administration and a I^ral Enterprise and Com- 
munity Development Administration under an additional As- 
sistant Secretary of Agriculture; 

(19) ©VP the Secretary, discretion to require bonds protecting 
against FHA employee fraud or dishonesty in lieu of the present 
* faithfid performance" honck which go to all ^iutios of the 
employee; 

(20) repeal a provision requiiing county committee approval 
of loans under s(»ctions 306, 314 (soil conservation districts), and 
321(b)(2) (emergency loans to corporatioas and partnerehips) ; 

(21) provide for on interest nite on tlie new type^ of rural 
development loans" (other than guarunUwd loans or loans to 
pubhc bodies or ^ ' 
nonprofit i^ociations for community facilities to bear interesf at- 
*arate, prescribed by the Secretar\', nqt less than a rate determined 
by the Secretary of the Treasury taking into consideration the 
current average market yield on ouUtanding marketable obliga- 
tions of the United States comparable to the avel^age maturities 
of such loans, adjusted in the judgment of the Secretary of the 
Treasur}^ to provide for a rat^e ccmiparable to the rates prevailing ^ 
in the private market for similar loans and considering the Secrev^ 
tarVs^insuraneiei of the loans, plus an 'additional cJiarge, pre- 
scnbed by the Secretary to cover the Secretary's losses and cost of 
administration, which charge shall be deposited in the Rural De- 
velopment Insurance Fund; Provided, That the rate so prescribed 
shall be adiusted to the lAearest one-eighth of 1 per centum. 

» (22) make it clear that the word ''insure'' covers the guarantee 
of^a loan originated and serviced by another lender; 

(23) limit the guaranty on a guaranteed loan originated bv 
another lender for rural development purposes (other thaft certain 
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y loaiiH'for commiiiutv fiicilitiej*) to 90 |)or(onl of tlio risk uu(l 
uuHorize the SoerotuFA to nmke Iouils for surli purposes only if 
lU) otnv l(Muler is *illiii^ to make a ^imrantoed loan; , 

(24) pcivo preference for water facility loans and grants to |)ublic 
ttgencioH 'in ninil conununities of or less sufTerin^^ deterio- 
ration or (Hininutioti of an exigtinp: wateq supply ; 

FM)()K AMENDMENTS 

(25) clarify and extend the uulhorily of the Faniier^ Home 
Adminif^tration to contract for seryices and autlrorizes the Secre- 
tary to use the af?ricuhnral creclit^and rural deyelopnient insurain e 
funds to |)uv for contract seryices; 

(26) aiithoriy.e the collection of int>(»rest and taxes in the monthly 
nu)rtgaj^e payment; and relieve the Secret/ary of AgriouUure of 
requinng that inU»rest he calcuhited and paid on late payments; 

' (27) require that OO^c <»f the Farmers Hoine Administration 
loan and ^rant funds for.rural deyelopment f^o to cotinties which 
iuiye no incorporated city of more than 25,000 population; and- 

^ (28) require the Secretary of A<i:ricullure to accep^t a ^?uarantee 
hy the De|)artment of Hawaiian Home Lands of the State of 
liawaii as se( urit> for a rural hou^infr loan. 

Title 11 Ri kal KKyKM K SuAKiNCi y 

(1) This title authorizes the appropriation of $500 million annually. 

(2) Thii* money would he a|)p(U'tioned amon^ th<' States nccordinjr 
to tiie foiio\yinfjC formula: 

(a) 50% on the basis of the State's rural population; 
t (I)) 25^r on the basis of the Stated rural per capita income; and 
-(e) 25^r, on the basis of tlu^ decrease in the State's rural popu- 

hition. ^ , , ,11 

(The committee bill had i>roCided a formula that would have pyen 
40% of the monev for (a) : 20^'^ for (b) \ and 40<:i, for 

(3) All funds wouhl.j^o to the States, but each State is reciuired to 
piuss on one-third of these fmuls to substate nmlti-juriMlK^tional area- 
wide general purpose ))lannin^' aiid deV<^lo|)ment (hstricts and it must 
i)ass on one-third of tfu' funds to local j^ovvrnments withm the ^tate 

The two-thirds |)assed on to districts and local ^oyernments wouU 
be apportioned fvitlun each State on the same formula basis as bad 
been provided by the ( \)mmitte<^ bill for a|)portionim'nt of funds anu)n^' 

tfie States. * ' . . , i • • ** f 

(4) ' The amou/its. ap])ortione<l would-be usecl by tbe recipients lot 
rural develo|)meiiit in rural areas as defined in Title I. 

(5) To become (diprible for funds each State must present t() the 
Secretary of Af^rieulture a rural deyelopment i)lan deyeloi)ed bv a 
fttatewide rural develo])ment plaiminfr system, \yith the partici]>atiou 
of officials of (listiict commissi()ns and local [governments. 

Title HI-- Amendatonth to the Watekshed PitoTicrnox and Fi.ood 

Phkvkntion Act 

This title would amend the Watershed ' Protection and Flood 
Prevention Act to - % 
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(1) extend tlio definition of ''works of improvement'' to^any 
undortakinji: for t lie coiiHervation and ])roper utilization of lanil 
and permit ( ost-sUarinpc tlw^refor; « # 

• (2) provide for' up- tcl tert^year agreements underMvhieh the 
/ Secretary would sliare the ec^^t of soil and water conservation 
|)ra( tices on lands within tlie areas covered hv waterslled projects 
under that act or section 13 of the act of December 22, 1944; 

(3) perinit^funds appropriated for other Acts to l)e used in\he 
acquisition of lands now required to he acquired hv tlie local 
organization without cost to the Fe(le^;al govenuueiit; 

(4; authorize the Secretarv to pay the cost of [ndnm lands 
needed for works of improvement tliereon; 

W permit tlie Secretarv to assume an a[)propriate part of the 
(•(JsH of installing any work of improvement applicable to water 
quality management ; 

(iy) \)0\\mt the Secretary to pay up to 50 percent of the cost of 
storage for [)resent munici])al and industrial water demands; 

(7) re(piirc |)hms for, larger impoundments Vliich inchide (a) 
- features which mav affect the public health, or (b) water imllution 
controMneasures, to be submitted to the Secretar>^ of Health. 
Educatiou and Welfare or the Achninistrator of the Enviromnental 
Protection Agency, respectivc^ly before being submitted to Con- 
gress (hrough the IVesident. 

FLOOH AMENDMEN'^S 

(S; place particular cmphaMs on the reclamation and r(»yegetu- 
tion of laiul tliat ha>; been stri])-mined or abandoned; and 
(9) permit cost-sharing for ground water recharge. 

TiTLK IV -AmE.NDMENt/'to the liANKHEAn-.JoNES 

Fahm Tenant Act 

This title would 

(1) amend the Bankhead-Jones Farm Tenant Act to authoHzo 
tKe Secretary to (i) pay uj) to 50 percent of the cost of storage 
of \vater in any reservoir constructed or mocUfied under such act 
for |)resent needs for rural co^nmunity wat(;r supi)l\' and advance 
the cost of storage for futm-e lU'cds'; and (iij share in the cost ^ 
of installing-measures for water (malily management . the c(mtroi 
and jilTatenu'nt of agriculture-related ])ollution. fhe (lisj)()sal of 
solid wastes, mid t+T?^ storage ami withdrawal of water tor rural 
fire |)rotection; 

(2) require the S<'cietary to carry out a land inventory and 
nu)nitoring |)rogram and isstu'^a huu'l inventorv report at not less 
than five-year intervals. 

Title V R(;hal ( '().MMrNiTY Fiue Puotection 

Tliis title authorizes the appro|)riation of $5 million for each of the 
fiscal years eiuling .hiw 1973, June W, 1974, and June 30, 1975, to 
enable tin* Secretary of Agriculture to j)rovi(le fuuincial, teclmical, and 
other assistance to iij)pro[)riate State officials in (M[)Oj)erative efforts 
to orgaiuze. tram, ami ecprii) local forces to preve u' control, and su])- 
press wildfiie^^ in rural areas and rural conununitics of 5,500 or less 
outside of Standard Metropolitan Statistical areas. Financial assist- 
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ulUT could not cxiwd 50 percent of budgeted or iietuid expenditures, . 
whichever wtis less. 

FLOOR AMKXOMKNT 

The aniendnieut authori/.c^s the appropriation of an additional 
$2,000,000 annually for the i)uri)oses ()f this, title to be used in those 
States where the average per caj)it a income in rural areas below the 
natioiuil average per capita income for rural areas ami wliere the 
timber reserves are of such imi)ortam'e us to warrant special con- 
sideration. The States nniv use the^e funds only in the nniltijuris- 
dictional phmning districts where th*e rural per caj)ita income is below 
the natioiud average. 

TiTMi VI RuHAL Devkloivmknt AM) Small" Fakm IIeskau( u and 

Education 

This title uutho;-i/.es the approprfatioii and apport'oiuuent of funds 
to States for ^1) rural dcvelomnent extension programs; (2) rural 
development research; (T>) rural development traming; and (4) snudl 
farm extension, research and development programs. 

Appropriation authori/.ations increase from a total of $50 million 
for fiscal 1974 to a total of $135 million for fiscal 1<I7() and subsetiuenl 
\eiu:2>. Apportionment would be as follows; . . .^ 

U) 4% to the' Secretary of Agriculture for administration; 
(2) 10% to be allocated b\ the Secretary t(^ finance work serving 
two or more States; 

*(3) 20% ecpndly among the States; 

(4) 33% among the States on the l)asi^ of rural population 
detennined by tlie last prec^eding decennial census at the tinu' 
each such achiitional sum is first ai)j)ropriated ; and 

(5) 33%, among the States on the hn^'u of farm population, 
determined in a ^Tr^ibu* manner. - 

KLm^U AMEVOMKN'r 

' The amendment aut hori/esUor I he purpoMN of thisi^itlc the appro- 
priation of an additional $25,W00,0()0 to he distributed among those 
States where the per capita imVome of those living on suudl farm^ in 
rural areas \< behnv mitionll average per capita inconn* in rural 

' areai. These funds would be alUicated arm)ng s\U'h Staters on the basi>. 
of the number of i)er^Ons in each such State who live on ^nndl farms 

- in rural areas and whose income i^ below the poverty level. 

Title VJ? Misckllavkoi s 

This title w ould ' ' ' . , ^ 

(1) (a) no financial or other assistance shall be extench'd und(M- 
any j)r()vision of this Act that will result in the transfer from one 
areafoanotherof any employment or business activity provided by 
operations of the applicai>t'or a directly i'ompet ing firm, but ttus 
limitation shall not be cUnstrued to prohibit assistance for the ex- 
pansion (tf an existing business entit> through the establishment 
of a new branch, afKliat(\ or subsidiary of MU'h entity if the 
e:?tahlishment of such w^ill not result in an increase jn muMnpU^- 
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iuont in tho un»u of (jrigiual location or Ui any other area where 
such, entity or a directly (*oini)eling firm eonducts business 
operations unh^ss there is reason to helieve that sueh branch, 
n(Iiliat(^ or suhsidinrv is hein^ (»stablished^\ith the intention of 
closing down the onerations of the existing business entity in the 
area of its original location or in any other area w here it ccHiducts 
such openitions, and 

(bj no financial or other assistance shall Ixvex'tended under any 
l)rovisjon «f this Act when the result would be to increase the 
f)roduction of ^oods, nuiterials, or coniuiodities, or the availability 
of services or facilities, wlien there Is not sufficient* demand in the 
area for such ti;oods, nmtenals, coinnuxlities, services, of facilities, 
to eni[)loy the efficient capacit y o-f exist in^? coin[)et it ive couunerciut 
or industrial enterprises. 

(2) retjuife the Secretary of A<j:ri( ulture to coordinate rural 
(feveloj)ni(»nt activities; 

(3) authorize ten year cost sharing payments under section 8(b) 
of the Soil Coni>ei- Nation and Domestic Allotment Act; 

(4) authorize cost sharin<j: under such section 8(b) for aj^ri- 
culture^elated jmllution [)revention or abateihent [)ractices 
unrehrted to soil or water conservation. 

FLOOK A.NIENDMEN'TS 

r 

(5) require that no financial assistanci^ be extended under thi^ 
Act until the Secn^tary of Ijahor certifies that the^ anti-piracy 
Ijravisioils have been c()mj)lied with; and requires that the 
Secretaries of Labor and Afjriculture jointly develop a system of 
certification wliich will insure ex[)^ditious processing? of applica- 
tions; and ' . ^ 

amend the Rural Electrification Act of 1936 to authorize 
the Rural Tele[)hone Bank to issue telei)hone debentures to the 
Secretary of the Treasury and to autliori/i^ the Secretary of t^e 
Treasury to purchase such debentures. 
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